By DAVID T. DEYLIN

The US. Balance of Payments: Revised Presentation

D&Tﬁ. on [1.5. balsnce of peymonts
llavelopments are presented in n new
format beginning with this jssue of the
Survey. Overall bolonce of payments
flows sre summatized in a new, enalyt-
ically ocented, tabla i.

In an agoounting sense, the credits
nnd debits resulling from lransaciions
between 1.5, residents and [orsigners
neoessarily sum to szere, with the
“errors nnd omissions” entry represent-
ing the net diffsrence betwean all known
cradits and oll known debits, These
tronsactions are Jisted in datail in Lables
2 and 3 of the balance of poymenis
presantation. Various balancas, such s
nre presanted in tahle 1, are computedd
by toking the net sum resulting from
ceréain types of trunsactions {ag., ex-
ports nmd imports of geods for the
balanee on merchandise (rade}, The
sign of the net sum may be posilive {n
surplus) or negative (n deficit).

The transactions summed to  de-
termina ony particalor bolence are
gonernlly raferred to as being “above the
lina' with respest to that balance: the
remaining traneastions, which of neces-
sity sum to the same dollar nmount os
the balance but with the opposite sign,
ore ganarally rsfarred to aa being “balow
the line,” The focus of some boloncas,
such ns that on merchandiza trade, is
on the transactions above Eha line, The
primocy focus of other balangae, such
as the officinl reserve transactions baol-
once, ¥ on tha trensnctions below the
Jine, which are ganerally refeired to as
tha maang of “‘financing” the balance.

The balances presented inn tabla 1
include: the balance on goods and services,
which measures not exports of goods and
services from the Thnited States and iz o
component of the T8, gross national
praduct; the dolence on goods, services,
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and remitiances, which uvlso takes inko
gecount unilaterad transfers other than
1.5, Government grants; the dalance
o current ofeound, which is the net
cxport of goods and mervices minus all
unilateral transfers to foreigners and
measures net foreign investment by the
United States na celeulated in the na-
tional income and product sccounts
{slthough sllocnéions of 3SDER also must
be teken inta account for s complste
calcalation).

A new overall measure i then given,
the belance on current aocount and long-
term copital. This is essentiplly the cor-
rent account plus flows of U8, and
foreign private long-term capital (o,
changes in long-term pssets of T1.5.
private residenis ond foreign private
residents) and flows of 17.8. and forsign
government capital other than changes
in U185, official reserve holdings and
foreign official reserve holdings in tho
United States. (Changes in U5, Gov-
erument foreign currencies and other
short-term asscts, most of which are
only nominslly short-term, are in-
cluded.} This balencs is intended as a
rough indicator of long-term trends in
the U.3. balance of payments,

The balance on current account and
long-term capital, plus flows of shart-
term nonliquid privete cepital, alloca-
tions of SDR, and errors and omissions
sum to the nel hguiddly balgnse, This
balance is also new. It is similar 1o the
fguidity bolunce that has been used for
a number of years, but differs from it
in that shanges in liquid claims and in
liguid labilities nre trented symmetri-
colly. Both are below the tine in the
colculation of the net liquidity balance
and considered to bo part of the financ-
ing of that balance. Thus, an ingreaso
in U3 Yiquid cloims on foreigners, with
n simultoneons increase in U.8. liquid

linbilities, does not affect the net li-
quidity bolance. Iu the caleulation of
the “gross” liguidity balence, however,
chenges in liquid claims are obove the
lina pnd chonges in liquid labilities are
below, =0 that & simultanecus incresse
in claitmz nod Jishilities increases the
deficit.

A second difference between the two
balances is the treatment of changes in
certain nonliguid lebilities to foreign
officiel agenciez—the most significant
group of what have customarily been
called specigl financisl tranenctions.

_Shifta of such oflicial funds from the

liguid te the nonliquid category have a
favorable impact on the liquidity bal-
ance; however, this hoa been considered
a distortion of the liquidity balance
because such liabilities ore close to
being liquid, In the calculetion of the
net liguidity balance, increases in such
nonliquid lisbilities are below the line
nod considered to be part of the financ-
ing of that balance, and thus have no
fuvorable irpoct pn the balance.

As 2 result of these two differences,
the net Bouidity balance batter serves
the purpese thet the liguidity balance
was inteanded to serve: Tt js a broad
indientor of potential pressures on the
dollar resulting from changes in our
liquidity position.

The net liquidity balance plus the
flow of U.8. and loreign privote liquid
capital sum W the oficiad reserve irana-
sctions balance. The definition of this
bolonce is unchonged.: It is maasured by
changes in {J.5. official reserve nsseia
plus chnnges in liquid snd nonliguid
linbilities to foreign official agencies,
The belance is intended o indicate the
net exchange market pressure (either
fovorable or ndverse) on the dollar
during the reporting period resulting
from internatignal tronsactions of the
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United States. (Exchange market pres-
sure, in this sense, reflects the net in-
fluence of all transactions above the
line for the official reserve transactions
balance.) Of course, foreign central
banks themselves may wish to increase
or decrease their dollar holdings, and to
that extent o deficit or surplus does not
necessarily indieate disequilibrium in
the U.S. position,

The summary balance of payments
presentation in table 1 excludes certain
groups of transactions which result in
offsetting entries in the balance of
payments accounts, The amounts of
such exclusions are given as memoran-
dum items in the table, Transfers under
military grant programs are excluded
both from exports of goods and ser-
vices and from unilateral transfers.
Reinvested earnings of U.S. affilintes
incorporated abroad (and of foreign
affiliates incorporated in the United
States) are excluded from the income
accounts and from the direct invest-
ment capital accounts, (When quarterly
data on reinvested earnings are avail-
able, both entries will probably be
included in the body of table 1.)

Tables 2 and 3 in the new presenta-
tion (roughly comparable to tables 1
and 2 in the previous presentation)
give more detailed figures on balance of
payments transactions. These tables
are much less analytically oriented
than table 1, Goods and services are
grouped according to whether they are
exports or imports, and capital fows
according to whether the asset is
owned by US. residents (U.S. capital)
or by foreign residents (foreign copital).
There are a number of differences be-
tween the fines in tables 2 and 3 and
the lines in the old tables 1 and 2,
partly reflecting the need to make
tables 2 and 3 fit neatly with the new
table 1 and partly to emphasize items
of purticular interest. Other tables in
the standard presentation have also
been revised to be compatible with the
new table 1. In addition, & new table
(number 6) gives detailed date on
direct investments ond seeurity trans-
actions that were previously not easily
available.
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Problems in Presenting the
Balance of Payments

Thiz new presentation of the balanes
of paymoents reflects the results of o
ravigw hegun last yemr by the Inter-
ageney Committee on Balanee of Pay-
ments Statistics convenad by the Office
of Manngement and Budgei. There Tind
bean growing dissatisfaction in Govorn-
meni, academic, and business circlas
with the presantation and analysis
focusing on the liquidity balanee and the
officisl reeerve transactions balance.

The “official” belamce is a rough
proxy fur exchange morket pressures on
the dollar. But the exchange morket and
the baolance mo subject to lorge and
oreatic shifts as interest rotes chango,
here and abrend, snd as expectations
aboubt currency rntes shift. Thus, al-
thougl this balance might be the most
important indicator of changes in our
sxternal position over the longer ran,
i6 is too velatile o be u quarterly indi-
cator of underlying, more basic,
tlevelapments.

The hguidity  bolence, reflocting
changes i L5, reserves and in lignid
liabilities to all forcigners, hutl sorved
for & number of yoars as o rough indi-
sator of underlying dovelopments. How-
ovar, two dewvelopments redecod its
usefulness, For one thing, it wuas dis-
tortad by special financial transactions
prul their revorsal. Tho mest important
group of these transactions shifbod
funds—moztly of forcign official
agensiss-~Tram liquid to tromially non-
liquid cttopores, improvitg the re-
corded liguidity balance but having no
real impact on the underlying liqudity
position. When such transactions were
reveraed in Jater yoors, the result wos
& delerioration in the recorded Liquidity
balanea that was just a2 wnron!,

A seeond development redueing the
usefulness of the liguidity belance
oceurred in 1988 Tight monetary
policy in the United Stetes, combinod
with certain U8, banking regulntions,
resulted in heavy Euradollnr borrawing
by U.B. banks through their foreign
branches. This borrowing raised interest
rates in the Eurodollur market which, in
turn, attracted funds from the United
States. Thus thern were lage cul-

SURVEY OF CTUIRRENT BUSINESS

flows (mostly unrccorded) of U8,
funds to the Eurodollar market ue-
companied by large inflows through the
foreign branches of TS bonks. The
increase in liguid licbilitics to foraizners
cnlarged the lguidity deficit. How-
ever, the ncrense i TS, residents’
Yiquid cluims on loreigners which ve-
sulted from the flow of US. funds
to the Eurodollar imarket is not trented
as ot offsetting ilem in the liguidity
deficit as defined. The problem of
definition waos compounded by the
fact that the outllows woere lorgely
unrecorded.

While it was passible to do something
ubout Mozt of these difficulties, it
is clear that ne single balance can
adeguately represent the underlying
balance of paymentz position of the
Tnited States. It follows that cquilib-
rium in the axterngl position of the
Tnited States canngt be oguatod wilh
zero in any ono of the possiblo balanees,
in either tha short run or tha lany run.
Rather, it sppears that pressntation
of & spectrum of balances permiis n
mora pecurate deseription of the cvoly-
ing pressures on the dollar and of
devalopments in the TS, payments
position, and that, for analytieal pur-
poses, the trends in the balaness ave
often moro significant than their lavels
{Beewuse the reporting system for inter-
national transactions hos nwuinerous
deficiencies and inadequaeies, it iz
imposzible, in any case, for the Balorees
to measure in all respecta the concepts
they are intended to measure. Plons
are being formulated to improve the
dato.)

It i3 cleor olso, that a complote nnaly-
sis of external developments should
take info aceount cur investment posi-
tion os well 18 balanee of payment flows.
The balance of payments rccords the
Hews of goods, serviees, translors, and
eapitnl during a given period; the
investment position gives the nel excess
of external nssets aver linbilitics ut che
ond of the period, as well as the struce
ture of asseis and liobilities by type.
The investment position tokes into
aceount not only fows of funds but also
reinvested  carnings  and  valuation
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chubges. Date on the investmont rosi-
tion are now avaliable only anpually
but OBE plans to develop quarterly
6t ; 48 30011 25 Bt 18 done, & querierly
investment position will bo presente
with the goarierly balanee of paymnents
figures. :

Strueture of the Balances

Thore ave threo proups of balanses in
the now prosentation: {1} the balaneces
concernod with goorls, services, and uni-
Intornl tronsfers; (2) the two central
bolunces—the balanse on curront ac-
count and long-term eapital, and the
net Bguidity balanee; pnd (2} the official
resorvo teansactions balanece.

Viewing the bnlances ancther wuy,
the balances on goods, services, anl
transfers and the balane: on evrrent
account and long-term capital facos on
the known above-the-line transactions.
Four instance, there iz little analytic
interest in the group of items “financ-
ing” the trade balanee which inchudes
zefvives, unilatern]l teansfors, capital
flows, aod errore and omissions. On
the ather hand, the net liguidity belance
and the officiel resorve transections
balanee primarily (otus on the lknawn
helow-thelino itens which finanee these
balanecs. Thie clhistinetion s bocome
more importont in yeeent, years beesnae
of the sharp inerenze in the size of errors
and omissions. These unrecorded trans-
nctions nre below the balanes on current
neeount angd  long-torm  capital  amd
abeve the net lquidity balanee. Thns,
these bwo centrol balanees, ench Soous-
ing on known trausaetions, bracket the
unknown transactions in errors and
CHnEEsions.

Speciol financiul trarsactions

The trentment of special finnneial
transactions I the new presentation
was subject to careful review. Chonges
in nonhquid liabilities to [oreign official
agoncics, the most important group of
special finanecial transaetions in recent
yoors, are troabed in the new pressntn-
tion ws finaoeing items for oll balences,
In the prior presentation, changes in
such nonliquid lisbilities distorted the
liquidity balance becnuse the linbilities
wore close to being liguid.

Most. of the rest of the special
finencial tronsnctions resulted in real
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changes in the liqguidity of T.S. nssets
or liebilities. In the new presentation,
the net liguidity balanece and the
officiel reserve transactions bolance are
intanded to show only actual changes in
our liquidity position or in our reserve
position. No atternpt iz made to adjust
them to man undsrlying basis, ie, to
show what they would heve been if
these other types of special fingncial
transactions had not taken ploce. Thus,
nonscheduled poyments of debt to
the United Stutes (which were particu-
larly large in the early 1960%) snd o
number of other items that have been
considerad apecia! financial tronsections
are permitted to have pn offeet on the
net liquidity balance anil afficial veserve
transnctions balonce because they did
in fact change the liguidity position and
reserve position intended to he mewsured
by thaso balances.

The only remuining problem was how
to treat spocial finnneial transwctions
ather than changes in nonliquid liabili-
ties to foreign officinl agencies in relation
to the balance on ewrrent neeount and
long-term capital. A review of such
specials indicated thai some might
logitimately be allowed to affeet this
balance, For others, such as  none
scheduled repnyments of U5 Govoern-
mond credits and some nonliquid Hebili-
tics fo foreipn officinl nomreserve
arencies, the situation i= move equivocal.
Howevor, boeanse of data inndegnncics
and concaptunl ambiguities, there is
no systematic wny of organizing tho
asceounts to oxelude Ghe influenee of
such spocials. While such nepotinted
intergovernmontnl  tronsactions  are
esmentinlly long-torm amd in this sense
properly bolong with  the rest of the
long-term eapital fows, they obeeure
the “underlying’ historic trend of the
balance. (See thy necompanying aeticle
“The .S, Balance of Payments: Firat
Qunrter” fov further dotails. )

Balaneas on and

irgnsfers

goodds. services,

The merchaudise trade balance s
intanded to measure bransactions in
goods with foreignovs, Howover, it is
based on Census Burenu Agnres which
are collected essentinlly [or Customs
parposes  mul  which may  therelore
differ substantially in valuation, caver-

SURVEY OF CURRENT BUSINESS

age, sndl timing from the figures needed
for balance of paymants purposes.
Adjustmontz in the Census fipures arn
made wherever possible (see table 4
and explanutory notes). However, not
il tha necessary data are available nad
the figures published hare must there-
fore be considered only the best avail-
able estimates. The trode balonce
given in table 1 excludes goads exported
under 1.5, wmilitary apency sales con-
tracts and goods imported in connection
with direct defense expenditures. {These
goods are incloded in line 4, “militory
tcansactions, net.') In tabla 4, u irade
halonee including militoey pomds (ks
well a5 balance of payments adjusi-
mants} i3 colculated bazed on militery
goods identified in Census figures.

One reason why such goods are ox-
chled from the tride balance iv tnkle 1
is thot it 35 noi yet possible to dis-
tinpuish tha military goods that might
be incladed in the trade balanmce from
the rest of tho transactions veported in
the military hines in tables 1 wod 2,
Wk is underwoy to ged duta io ondar
to be alxle to split the military lings inle
bwe povts: trade nind other. 16 will then
e possil¥e to consider whether such a
split is desirnble wnd whether the mer-
chandise teade balance taleulnted in
table 1 shonld exclude ar include mili-
tary goods.

It should be noted that the tesde
balunce 38 not indended to include all
moods. For inslance, goods purchasod
abroad by U.S. tourists andl brought
back to tha United States wre con-
sidered part of the “travel” account,
not the trada aecount. Likewiso, spend-
ing by U.S. servicomen and milstnry
wuthorities on  gomls and  sorvices
ubrowl is inclwded in divect defense
cxpendifuves, not in trade o either
badaneo of paymoents or Census fig-
wres, Balanee of paymonts Deuves, wt
this time, cssentially focns on goods thnt
physically move into and oub of the
Uniled States and thoir value ol the
.S, border for exports or tho foreizm
border for imports, Freight payments,
to the oxlent that they are trnisictions
betwoen domestic sud [oveign residends,
are  ontered In  the  branspocation
neeounils.

The hatunce on paods miel sprvices
is £ measure gl net expparts Lo (orcigners,
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regardless of whether the goods and
seyvices are paid For or mre given away,
and regardless of whether they wre
paid for immediately or sve financed
by Dank leans, by intercompany ne-
counts between direst investor povont
companies and their affilintes, or by
U5, Govanment gronts, soft loans,
o Export-Import Bank loans ropay-
ubla on eommercial terms.

The uet expori ficure is published
iz w component of the GNF, Trunsfers
of goods and services wnder US.
military grant programs are excluded
fram aet exports; they urc inclusled
it GNF under TS, Governmenl -
chases when the purchuse is made.

Tha balance on goodls, services, aml
remittances tokes into wceount ek
transfers of remittancos and pensions
by U5 private vesidents and TS
Government pensions nod similar trans-
fers. This balance is ofton used as o
rough indicator of U5, net receipts
nvailable to offsnt Govornmont aid and
other capitnl flows. However, e s
plus on this line is somowlmt infatod
hecause it includes exporis wsmociatod
with 1.5, Government sconomic granls
svenn though vhe grants themselves aro
not inclitled ns dobit entries above the
ling,

Tha balance ot curpenl accounk is uek
axports of gootls mul services minus net
umlateral fransfer= nbrond, ineiuding
T.8. Government eeonomic granis; it
i roughly crpal Lo our neb entnings an
ropds nul services Lranssctlons wilh
abher countries as il takes inta weeound
the amount o gomls and services given
wway, The curcenl sceount plus ihe
ullocution of SDR equuls “neb foreign
i vesbmend! in Lhe national income wud
prroduet necound, ic., not Jending of the
Uniled Stades o the rost of the world.
Disregnrsling errers and gissions, Lhis
aw equals the increase in ULS, loreign
wsscts neb of the inerense u Habilities Lo
Torcigners as recoviled in tha capital ac-
counds of tho balanee of paymends.

One difficulty with bthe currenk ac-
colnl caleulation 1w that the Lormal
distinction botween US. Government
grants  (above the ling) and  TLE.
Government enpital flows {below the
ling} does not always reflect a shgnifi-
eant cotmic distitetion. o the exten b
that some of the capital Mows—such ws
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very “soft” dollar loans and certain
forsign currency loans—hove mony of
the charastaristica of grants, the grants
entry is understated and the surplus en
current account is overstatod.

The contral Balances

Boih the balance on current aceount
amel long-term capital snd the net
liquidity bolanes attompt te foeus an
underlying, longer term trends in the
externnl position of the United States.
Woither is guite successfol. Both are
affectod not only by the limitations of
the statistical reporting system but
alzo by the complications resuléing
rom the dollar’s role as an international
eurrency, That role results in considore
able ambiguity as to whot mensyre, if
any, and what level of the measurs,
wauld indicate fundamental long-term
equilibrium in the extsrnal accounts of
the TUnited States. For instance, o
deficit an tha net lignidity balenes does
not nacesaarily imply disequilibrium in
the axternel position, for 4 nat builduj:
in liguid dollar holdings by private

fornigners moy simly reflact. the use of

the dollar sz an internationnal medivm
of exchange. There wns soma question
45 to whother either balance =hould bo
colculated becawse of the difficulties
involved. Nevertheless, given the nesd
for indicotors of underlying trends, it
appents thet the two belances in com-
bination, particuinvly when thoy move
together, are tho best svailoble, al-
though neither is of o theoretical or
statisticel quality sufficient to carry the
weight of Being #he boalance of pay-
ments, nor is there a. presumyption that
cither should ba zaro.

One of the mojor prohlems of these
balanges is that ercors and omissions, 4
net nogotive item, hns bevome quite
largs in recent yeors, It does not offect
the siza of the balence on current
scepunt and long-term enpitol, but it
does affect the net liquidity balnnes in
the zense thet it is above the line in the
caleulntion of that balonce. Howsgver,
sgme of the unrecorded iransastions are
exporis or mports of goods and serv-
ices, or movements of long-tetm capitol,
snil should thus affesat the balsnea on
current. aceount and Jong-term capital.
On the other hand, large outflows of
U8, funds te the Eurcdollar markst,
which inerease U.8. liquid claims on
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foreigners, have contributed to the size
of the errors vnd omissions outflow. If
such inorenses in claims could ba iden-
tified, the deficit In the net Jigquidity
balanca would be smaller.

The balance on ourrent sosount and
long-torm capital :uffers [rom o number
of other deficiencies. Under the current
reporting eystem the distinction he-
twveen shott-term and Jong-term capital
is boged on the initial maturity of the
socuriby or investment involved: a flow
is long-term when the initial maturity

i# more than one yeor. No datn ore

availoble on the actus]l maturity of
sepuritien b the thme when internn-
tional trapsgctions o¢our ner on the
remnining time to maturity of outstnnd-
ing holdings. Thus, if a forsigner invests
in & corpornte bond thot had a1 initinl
maturity of 20 yesrs but only 6§ montha
to meturity whan the purchess is roade,
it nevertheless oounts ne o long-tevim
eapital flow. Likewise, if 2 bond in
bought when it has & number of yeara
to moturity, no adjustment {to shart-
term and long-term flows) is raede whan
its maturity becomes less than n year.
In addition, although all divect invest-
ment tranasctions are considered long-
term, meny movemenis in inlercomn-
pany accounts inecluded in  direct
mvestpemt are, in fnct, short-term
nnd wvolatile.

Besides such problems of definition,
U5, stocks held by foresgners—oon-
sidered a long-term item—are easily
marketabie and transactions in stocls
can behave very much like short-term
flows.

Another qualification in interproting
this balence as an indientor of longer
term trends is relatad to the inelusion
above the line of somoe of the items
claseified as speciol finoneisl trans-
actions, ne discussed corlier.

The: not liguidity balance i subject to
& number of deficiendies related to
difficulties in distinguishing liquid from
nenliquid linkilities and claime. Ideally,
liquid liabilities and claims should in-
elude only those thet can bo cosily
sonvorted into ensh without significant
risk of o loas in value. In practice, oll
short-term liabilitics to private foreign-
ore reported by U.S. benks aro con-
sidered to be liquid, and therelore below
the line, even though some of them are
vory probobly nonliqguid. The bank-
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roportad linbilitics include not only the
linbilities of the bonks themselves but
also the custody liabilities reported for
theircustomers. The Inttor are prebably
nonliguid i geod part. A seprration of
these two types of labilities is boing
considered but is not Fansiblo with the
datn now svailable. Furthermore, not
all of the banks' own liabilitics can be
considerad liguid, particulatly since
somo of themn are compoanzating balances
held in connection with loans to
Foreipnors. All shori-term  liabilitics
reported by nonbanlking concorie orc
coneldorad nonliquid.

The fipures given for liguid claims
are olse more of an approximation than
ia desirable. Short-ferm bank reported
¢laims denominated in dollare are
congidered nonliguid if they are loans,
accoptonces, ot collections; other dollar
claime are considered liquid. If the
short-term cloims are in foreign cur-
rencies, they &re considered liquid if
they are deposits abroad or investments
in foreign povernment obligations or
comamercial or finenee paper; other
foreign currency claims sro consicered
nonliguid. Mors dota. are clearly needed
to refina these distinctions. The estimate
of liguid cloime of nonbanking concerns
inciudes shori-term claims in dellars
and foreign currencies identified as on
deposit abrord or invested in other
finsnciel instruments by major corpo-
rations. However, as noted sarlier, it is
baliaved that Inrge increnses in liguid
Eurodellnr deposite by nenbanking
concerns were unrecorded in recent
JEDTE.

The official reserve transactions
bulance

Thiz belence iz roughly adequate as
an indicator of immodiate exchange
market pressure on the dollar during
the reporting period resoiting [rom
iransnctions with the United Stotes.
It is measured by changes in TS
regerves amtd changes in U3, liguid
wnd nonliguid liabilities to foreign
official ngencies. Howoever, banks roport
Liobilities to foreign officinl agencies
without distinguishing between lia-
bilitiss to official reserve agencies,
such ns contral banks, and te other
officinl forcipners, such &s defonse
agoncies, T'o measure exchange market
pressures, one idenlly wants only
chonges in linbilitics to resarve agencias,
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(It iz poasible to make thiz distingtion
in the dota on nenliquid U.8. Govemn-
ment liabilities, and only Government
lishilities to resarve agenoies are con-
sidered to be finoncing of the officinl
resorve transactions balance.)

The “official” balonce is subject to
distortions in certein cases where there
nro shifts of foreign official funds
between direct holdings at benks in
the TUnited States and Eurodollar
depezits. For instanee, if officinl funds
nre moved from a TS bank to o foreign
branch of the U.5. bank and the branch
redeposits the funds at the TS,
parent, recorded WU.S. liabilities to
forcigrr officin! agencios decline end
liabilities to private foreigners (the
branch) increaso. Such shifts havo o
{ovorable cffect on $he recorded offiinl
reserve tronsactions bolonco (ot lenst
temporarily}, but in fapt imply ne
strengthening of tha dollar in the ox-
chango market nor ahy less of dollars
by foreign central banks. Informnation
about such shifts la very fragmontary.

On the other hond, the official
regetve trapsactions bnlonce is not
and should not be affected by certnin
other types of Eurodollar tronsactions.
The balance is not intended to measura
all changes in dollar holdings of loreign
central bonks, only those reflecting
transactiona with U.8. residents. Con-
sider the following series of tronsnctions.
¥Funds of one central bank ore shiftad
from 2 US. benk to s bank in the
Euradollar market, ore then borrowed
from the BEurobank by & privatas
foraigner nnd senvertad into a forsign
currency with o second esntral bamk
raceiving the dollars and placing them
bock in & U.S. bank. As o result, U.S.
hank reports of liabilities to officin
forsignars would show » decrease in
linbilities to the first canteal Bank and
an increase in liabilities to the second
central banlk. The officicl resorve trone-
actions balance would correctly show
no change, even though ehe fivst centrnl
bank would show ne decling in its
dollar holdings nnd the second wonkd
show an inoreass; there would be no
deterioration in the U5, position, be-
enusa the dellar linbility to the frst
central bank would be o doller hability
of the foreign Eurodollar bank, not of
the United States. Howover, the eron-
tion of dollar linbifitier by the Enro-
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dollar market in this fashion could
incresss the pressurs on the doller in
the forsign eoxchange muorket, even
though the officisl reserve trensactions
balange would properly show ne change.
The pmergence of an independant, ox-
trateyiitorinl market in dolloxs glearly
compligates 1he relation botwaen the
belance of payments of she Tlnited
States and exchange market pressures
on bho dollar.

Recemt Developments in the
Balances

Table 1 gives the magnituwde of the
vorious balances and the flows relating
them. In 1970, for instance, the balanos
on goods end eervices wos in surplus
by %2.6 billion, reflecting a modercte
surplys on trade, large net receipts on
invesbnent and a amall surplus on
misegilanpous services, partly offsot by
deficit= on military transactions and on
trnvel and tepnsportetion. Taking inte
account the outHow on romibtances,
pensions, nnd other transiers produced
& surplus on goods, services, and remit-
tances of $2.2 billion, Counting in
U5, Qovernrment prents (excleding
military} produced a corrent account
surplys of only $0.4 billion.

Large net outflows of povernment
copite]l ond Jong-term private cnpitel
overwhelmed this smel! surplus, with
the result that the balanee on curront
account and long-term, sapital showed o
deficit of $3.0 billion. Outflows of non-
liquid short-teem private copitel and o
large negative ervors and omissions wore
only partly offset by the $0.9 billion
allocation of SDR. Thus, the not
liguidity balancs was in defieit by $3.9
bitlien, eignificantly more than the
deficit on eurrent account and long-
term copital. Talking into account rlso
the $5.9 billion outflow of Liquid pi-
vate copital, the officinl reserve trans-
actions balance was in doficit by $0.8
billign. ‘This deficit was largsly Auaneal
by an increase in liquid liabilities to
to foreign officinl ngencics and a decline
in T8, official holdings of convertible
cutreneics.

Chart 14 shows the course of the
varicus bolanges sinee 1060, The cur-
rortk weopunt, afber roaching oo peak
surplus i 1984, deteriornied threugl:
1969, anl showed only nzmall recovery
in 1970, Changes in the trude balavees
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wore the major influence on movements
in tho ourrent acecount, The belancs on
emrent account and long-torm capital,
which was near zere in 1984, showed o
similar  deterioration  through 1967,
when it reached o deficit of $3.2 billion.
However, it temporaxily recovered in
1968 when thore wos o sharp improve-
ment In long-term private copital Nows
reflecting lerge purchases of TLS. stocks
and the impact of a number of programs
contrelling copital fows, But as loug-
term capital flows egain deteriornted,
the deficit increesed to almost $3.0
billionn in 198D and remained abt thot
laval in 1970,

Tho nat liguidity belanes kes shown
n Jarge deficit in most years since 1860,
Throegh 1968, the deficit was vsoally
bolow $3.0 billian but in 1967 it renched
$4.7 billion, reflegting the daterigration
in the balence on current ascount
and long-term capital and adverse
ghifts in ereors and omiesions and short-
term nonliquid capital flows. In 1968 it
temporavily recovered along with the
balanee on current accpunt and leng-
term capital. In 1969, it showed an
abnrormally lerge $6.1 billipn deficit;
this partly reflacted the porallel de-
tericration in the bulence o gurrent
il long-term copitnl, but wos wlso
related to the sharp increase i
unrecorded outflows of funds to the
Euredollor mavket. (IF data were nvnil-
nhle on the resulting change in Euro-
dollar elnims this deficit would probably
be reduced to mora normal lavels.) In
1570, when unrecorded flows veturnel
o more normn! lovols, the (deficit
shrank to $3.8 billion,

The offiecial rosorve transnctions
balange has been ovon more volutilo
shen the net liquidity balanee, ginee it is
affected by (recomlod) liquid private
eapital fows, while tho other balunes
arc not. In 1967 it showed a sharper de-
terinention thau the other balances as
inflows of privale lguid Tonds el
sharply when U8, monetary policy
sasedd. Bul in 1068, ns mouclary policy
tightened, Hhere wns a very Inige
infigw of private hguid funds and the
balauge improved by about $5 billien
bo o surpthis of $1.6 billion. The surplus
vose to $2.7 billion in 1969 ns moneiary
eonditigns Llightened Ferther, but then
shifled Lo n deficit of $0.8 billien in 1970
when TS, wonetary conilitions enaed,
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EXPLANATORY NOTES FOR TABLES 2 AND 3

These notes are ntanded Lo provide
+ bricf explonation of the contont andd
sonrees of datn for asch acecount shown
in tables 2 and 2. These deseriptions

Exports of goods and services

Line &2—Merchandise, adjusted,

oxcluding militery
This nccownt mensures, in conceph,

" ill mowable goods which ars ssld, given

awey, o otherwise transferred from

" United 3totes to foreign ownership,

awept (L} transfers of goods omder
I8, military grant programs (port of
line 14}, (2} transfers of goods under
U8. military ngoney sales conirocis
{part of lina 3) whether physically
exported from the United States or soled
from U3, installntions abrend, and (3)
tronsfers of goods by VLS. noomilitazy
cgencies from 1.5, installations abrond
{port of line 9.

In practice, reliance on Census Bu-
renn trode strtistics, which ore based
on the physical movement of goods into
nod ont of the Tnited Statea rather
than chonge of ownership, and which
in various other aspacts are ot oriented
toa balence of paymonts concepts, laads
to some ndditional departyres from the
conceptonl defirition stated abovo. Cen-
g3 Burean oxport statistios sre, in
genera), wvplued f.a.s, (free nlongside
ship} 'I:IE pert of oxit, aond reflect
salling price, f.ob. (free on bowmd)
wieriar poink of shipment—or cost if
not sold—plus pockoging costs, inland
freight, and insurance to place of ex-
port. Vmious adjustments to the Census
statistice e made for timing, coverage,
tnd waluation in order to %ring them
mto conformity with balanee of poy-
ments concepis {see table 4). -

Lined —Transfers under U8, military
oty sales contraets

This necount mossures delivery of
Eoads and tranaler of servicos by mili-
tma' Bpencies to foreign Governmenis
under sales contracts. Delivery of goods
refors to transfer of poods either from
the Unjtod States or from U.S. installn-
Yons abrond to foreign Governments.
Also mneluded, of relatively smaller
nagnitudes, nre sales of excess property
{l:;f ilitary  installations abroad, aud

teal support provided to US.
;}11&3 and te United Nationg emergeney
Orces In voricus wreas. Excluded, how-
ver, is military equipment sold divectly

are not comprehensive nor arc theoy
intended to toke the place of a precieo
methodology of the balance of pay-
ments compilations.

to foreigners by U.S. private firms.
Estimates are hesed primarily on Ie-
portment of Defense roports,

Line é=—Trarel

This nceonnt measuras expenditures
in the United States by foraipn trovelars
{excluding foreign Government per-
sonnel and their dependents snd foreign
citizens. ragiding in the United States)
for lodging, food, transportoetion within
the Unitad States, antertainment, por-
sonil purchases, pifts, and oiher out-
loya incidental to » faip to the Undted
Btates, Trensecean possenger fares are
axcludad. Tneluded are posse fares
received hy TLS, carriers from Conadinn
and Mancan travelers visiting tho
Unpited Stotes. Travel receipts from
a:u::]'::!I ‘in jor nrui ﬂfl the wcrti'lhl nre csti-
mi multiplyi B Dver
axpan dit.u:.':-ras per tlI?n:":enlgl', derivaed irnag:u
sample surveys of OBE, by the corre-
sponding number of travelers, derived
from statistics of TI.5. Immigration and
Naturalization Service.

Line $.—Passenger fares

This account mensures passenger
faros received by U8 ocesn and air
carriers [rom orcign residents traveling
betweon the United States and loveign
countries and between two loreign

vints, Excluded nrs passenger fares
or travel between the United Stabes
ond Canada, and between the United
States ond Mexico (part of line 4). For
ench major aren of the world, on
estimate is madn h}’ multiplying the
average round-trip fare derived fram
travel questionuaires, by the corve-
sponding number of travelers derived
from daia provided by the U5, Im-
migration and Naturalization Service.

Line 6, =={}ther tronspartation

This aceaunt mewsures the following:
freight revenues of TL.S.-operated acean,
nir, and other carriers {including rail,
mipeline, nnd Grent Lakes shipping) {or
ihe internntionsl transporintion of 1.5,
cxports; freight revenues of .S -opor-
ated carriets for the trensportation of
foveign [reight frem one foraign point
to another foreign poinl; port ex-
penditure receipts, represonting pay-

al

ments for goods and services purchased
in tha United States by foreign oper-
ators and t.mnsgurmtmu companies;
nnd receipts of U.3. owners [rom loreign
operators for tha chorter of vessslz and
tha rental of freight cors. For the major
compenents—Iirewght revenues and porg
expenditure raceipte—value estimates
are made by multiplying the averagoe
rates, based on reports from & limited
number of shipping companies and nir-
lines to OBE, by the corresponding
tonnage date, derived cssentially from
slatistica of the Censuz Bureanu. For
the othar components, ostimates gre
based on veports to OBLI and on various
other sources of information.

Line 7.—=Fees and royaities from un.
affiliated foreigners

This necount moasures U5, roceipts
from foreign rvesmidente not affilintad
with tha U.3. organizations to whom
payment i= made for the wse of intan-
giblo property or rights (patents, tech-
nigues, ﬂ;ucussus, formulue, designa,
trademorles,  copyrights, frmmlusus,
manufasturing riphts, eic.). Estimntes
are mode on the Lasis of datn obtained
from OBE quostionnaives civrculanzed
among U5, individunl=s and firms
directly imvolved in such wansactions.

Line §.—Other private services

‘This account measures nll receipts
by U.5. private residents from foreign
residents who are net affiliated with
the U.S. recipient and from forsign
governments snd intcrnationel orga-
nizetions, for varions misccllancous
gorvieas rvondercd demostically or
abrond. Sueh serviees include inter-
national reinsurance operetions of (1S
insuranes companies; international oa-
ble, vadio, and telephone aperstions
provided by 115, communications com-
panics; and foreign contriet operations
of U.S. construction, engineerng, con-
sulting and other technical services
firms, Alen inclnded in this nccount
are exponditures in the United Stutes
by forcign embassies, consulates, nndl
rogistored  agenta of foraign govern-
ments, administrative exponditres by
international preanizations such as the
Internalional I\Eunet.a Fund (IMIF)
Worlil Bank, United Nations, cte.; on
virious other minor scrtice veccipts,
Estimates are based on roports fled
with OBE by .8, individunls and
firms, stalistics provided by U.S. and
foreign governmont n%cncles, and othet
information abiained Jrom various pub-
Jications of foreign govornments and
internntional organizations.



52

Line 9,—IL8. Government
miscellgnaons services

Thia accouni measures reeeipts of
the nenmilitery agencies of the U.S.
Government for serviees provided to
forcigners and for deliveries of goods
to foreigners from US. installations
abroad. Alse incloded are adminisira-
tive expenses of AID in the United
States and abroad, and similar axpenses
of other aid programs. Estimates are

ased primerily on reporis submitied

b
lgﬁ nonmilitary sgencies of the T8
vernmant.

Line 10.—Direet investment fees and
royvalties

This bccount moeasures receipts by
U8, parent organizations from their
foreign aiblintes of faes ond royaliies
(after withheld foreign taxes, if ony} for
tha use of intangible property or
rights {patents, techuiques, frademasks,
copyrights, manufacturing rights, cte.),
for rantals of tangible proparty, motion
picture filme and tapes, and for the
use of professional, administrative end
management services. Recaipts include
not only actusl trapsfers but also
other nmounts due in the Tepordn
fgﬂud shat ara not actuslly transferred.

tha latter instances, the nmoungs are
ofiset bf‘ eoltra-ehtries in line 30, Datn
aca collected rvegularly by the OBE
from over 1,100 respondents with more
than 13,000 fa affilintes. The
dati ore used fo derive estimotes for
tolal raceipts oo the basis of the relation
of the reporting sample to benchmark
data (bosed on periodic surveys of {1.8.
direct investments nbroad), with adjust-
ments made for now investments and
iquidntions. {(Ses lineg 59 for definiticn
of direct inveetments.}

Line 11.=—Direct Investment interest,
dividends, and branch eornings

This account mensures reoeipts
US. porent organizetions from iher
foreign affilistez of interast and divi-
dends {after withheld foreign texes,
il ony) ond brench earnings (nfter
foreign incoms taxes), Receipts incinde
not only actual transfera but aleo other
rmmounts due In reporting period that
sré not actuslly tronsferred. In the
latter instances, the nmounts are offset
by conéra-entries in line 3%. Sources of
data and estimating procedures are the
sume as for hine 10. (See lice 35 for
definition of direct investments,)

Line I12.—Income receipts on other
U.8. private assets abrood

This account messures {1} interast

received by TLE. residents on their
holdings of foraign dabt securities, short
and long-term and eomumercial
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loans, deposits and other clajmes, and
(2) dividends reeeivad by U5, residents
on their holdingz of forsign equities.
Excluded are income receipts from US,
diract investments nbroad. Eetimates
are based on applicable U.B. money
market rates ond foreign dividend
yields applied to pmeunis cutstnnding
m the appropriate period, with lags
when releveunt.

Line I} =Income receipts on U5,
Lovernment assets abroad

This saccount measures primarily
interest realized on the long and sheri-
tertn, oredite outstanding to the US.
Govarnment from the reat of tha world.
Also included nre interest earned on
US. Government disbursing officers’
deposits in eommercial bonks abroad:
interesé received on the holdings of
official reservs nsseiz by U.S. monetary
autharities; intsreat on advaness under
other Exchange Stabilisation Fund
sgraements; collections of commitment
feas for foreipn lonns extended by TS,
Government agencies; service chergss
ond other earnings from the U5, invest-
ment in the Internotionsd Monetary
Fund ; and nat incoms of TL.3. monetary
npthorjl;ias; from dag-te-day tronsne-
tiong .in foreign cuorrency exchonges.
Exzcluded are gains or lezses on official
rezerve assets when they zesult from
revision of par valua exchange rates ond
all gains or lozses on foreign currency
balaness held by dishursing officars.

With the axception of capitalized
interest, recsipts are basad on data
rep-urtaﬂ by the Government operstin
apenaies on b collaction bagiz {in bo
L%‘é-, deollars and foreign currenoies).

Transfers ander U.5. military
grant programs, nci

Line I4—Transfers of goods and
services under U.S. military gront
programa, net

This account meosures net transfers
of goods deliverad and services ren-
dered by U8, military servicss to
foreign countries uwnder programs sn-
anmy the Co g to puthorize the
provigion of m];ﬁﬁ:y pesistanca for
which no repsyment is expected or
for which repayment terms are
indeterminate.

Gross transfers include ds nnd
serviges_ [;ggchmd Ifmrp dollar funds
BPProF , or foreign currencies
owned, by the T1.8, Government whose
usa has been outhorized by legislaticn
valued on the basie of the TEE

vernment financiel racords refdleciing
the expenditure of nuthorized funds);
and transfers of goods under authoriza-
tiohe to deliver to foreign nations
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aquipment and material, deamed sxcess
to TS, requirements (valued according |
to the lagislative auihorization under -
which the transfer iz mnda).

Transactions netted against the pross
transfars—reversa gronts—include re-
turns of equipmeni previously trons-
forred; suppliss nnd services provided
the US. Covernment os part of &
mubval psejstoncs progrem {(such as
roverse lend-lease); and foreign cur-
rency funds provided by foreign nations
13 offaeta for 11.5. loenl axpendituras
under international egreaments to pro-
villa U.S. foreign assistance.

This account sxcludes military goods
nnd services provided on it with -
eateblishad repayment terms. Alse sx-
cluded, in genernl, ere tronsfers of
goods and serviees to foreign forcee
opersting in cm;:ilgncﬁun_ with 11.5.
forces during periods of active hostilities
end certain transnctions for which dota
ore not availoble due to  security
rensone. For tronmsactions which oc-
curred prier to July 1964, the estimmntas
were made by OBE on the basis of
information furnished for thia purposs
by the npara.tin& agencies, supple-
mented by other Qovernment records;
subssquent estimates are bosad upon
incomplete reporte from the operating

agencies.
An identicnl offsatting entry iz made
in lina 28,

Imports of goods and services

Line Ilf==Merchandize, adjusted,
excluding military

Thiz sccount messnras, in concept,
oll movable g&uda which are sold, given
sWaY, or otherwise transferved trom
fumn to 11.5. ownership, excapt (1)
fu purchased obroad by US. de-
uim; i ﬂﬁ' “ﬂt;;lthslr l;mad umtnck-
piled ehread or physically imported into
the United States dizectly by such
aganui::e‘ipm of line 17) and (2) goods
purch sbroad by T.3. non-defense

encies, whether used or stockpiled

road tfpm-l; of line 23).

In practice, refiance on Census Bu-
renn trade statistics, which are bozed on
tha physicel movemant of goods intn
ond out of the United Jintes rather than
change of ownership, snd which in vari-
oua other aspects nre not oriented to
idaal balanes of payments concepia,
leads to some odditionel deportures
from the coneeptual definition stated
above, Census Bureay import statistics
are, it general, volued of the wholeanls
market price, fo.b. forsign country of
export. This veluation, which is re-
quired under U.S. customs legislation,
extludes U.5. imporé duties and freight
ond insurance charges from the foreigo
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country to the 1.8, port of entry. The
use of 1.0.b. foreign country o the basis
for import valuation is in aecord with
bolenca of payments concepts. How-
aver, the Cpu:t.ums requirement for a
genernl "morket value at which the
goods are fresly offered for snle” mny
not necessszily coineide with the actusl
urchase-gale c.nntrnutd prics, f.o.h.
oreign ¢ountry, agrosd o tween
bu and  seiler—the transactions
vaelue. In such cnses, u valuation
adjugtment is made to accord with the
transnctions value, if appropriate infor-
mation i availoble. justments for
iiming ond cove o1e olso made éo
Census import statistios to bring them
inte conformity with balance of pay-
mants requirements (gee tnhle 43,

Line 17 —Direct defense sxpenditures

This eccount mensures direct defanse
expendituras for loreign goods and
sexvices by the military agencies and
siroilar defense transactions of the
Atomic Energy Commission and the
Congt Querd which meet the NATO
definition of defense expenditures. Also
included sre the personal expenditures
of US. military snd siviijan personnel
and their dapandents abrooed, w%at-hur
with the foreign purchases of the
mjlitary exchonges and similar agencies
which sell to mnel (e.g., post ex-
chenges, commissaries). Other disburse-
ments include foreign expenditures of
US. contractors emploved to eonstinet
and operate U5, foreign militory in-
siallatjons and o furnish other sarvices
abroad, expenditures for NATO in-
frpstructure, the offshore procurement
af militnry efuipment to be transferred
&8 #id to foreign countries, ¢ontributions
to international milit hoadquarters

enses, and ather ouilays abrond for

mmhm%ux.]:;] u{{ dmim ﬂ.ssist.ntl;ﬁe
progrome, uded are ign prod-
ucts purchased in the United Etntras by
U.5. military pgencies. Estimates nre
bosed primerily on Department of
Defanse roports.

. This acoount meesures expenditures

n foreign countries by U.S, travelers
{emcluding .8, Government persennel
ond their dependents and U.S. citizens
maidmg abroad) for lodging, food, trans-
portation within foreign wareas, enter-
talnment, nal purchases, gifts, and
other outlnys incidental to 2 trip
abroad. Transocenn possenger fares are
excluded. Included wre hguaengat fares
Bud to Canadian and Mexican corriers
11.5. residents visiting Conada ond
exico. Travel paymante to each major
ares of tha world nre estimated by mul-

tiplying the average expenditure per
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traveler derived from sample surveys of
OBE, by the sorresponding number of
travelers derived from statistics of
11.5. Immigration and Noturelization
Barvica.

Line 19 ~=Paysenger fores

This sccount mensuves passenger
fares paid to Toreign ocean and air ear-
riers by T0.8. residents for trapsecean
troneportation. Excluded bre pesssnger
fores for trave! between the Unicad
Btates and Cannada, ond between the
United Stotes and Mexico {part of lina
18). For sach mnjor nrea of the waorld,
an estimata is made by multiplying the
nve round-trip fare derived Irom
travel questionnnives, by the corre-

nding number of travelars derived
rom date provided by the 1.8, Immi-
gration and Naturslization Servica. The
estimale for totel pussenger fores is the
sum of estimntas for all aress. Addi-
tional adjustments for inber-airline
transfers are made on the basis of official
reporte of U3, internationol air carriers.

Line 20.—0ther transportation

This secount mensures tha following :
freight payments to foreign-opernted
copan, alr and other sarriers (including
reil snd Great Lakes Bhippin%} for
the international transportation of U.S.
imparts; port axgan ikure payments
ropresenting purchases of goods and
sorvices in foreipn countries by .S,
operatora and teansportation  com-
panies; and payments made to foreign
owners bt;y 5. operators for the
charter of wessels and the rantal of
freight carg. For the major compo-
nenis—fraight and t  expenditure
gn.;rmentu—value estimntes ava mnoda

y multiplying the averare rates based
on reporks of shi%].'uin&’I componies and
airlines to OBE, by the correspending
tonn dota derived essentiolly from
statisties of the Cemsus Buresn. For
the other components, estimates ars
muda on the bagis of raperts to OBE
rind varicus other sources of informu-

on.

Lirie 21.—Fees and royalties to
unaffilinted foreigners

This sccouni measures payments
by WU.B, residents to foreign residents
not affitisted with the TL3. poyer for
the use of lntangikle preperty or rights
(patents, techniques, processes, formu-
ias, desigus, trademarks, copyrights,
franchises, manufacturing rights, ete.).
Estimatez ave made on the basis of
drto obtained from OBE questionnaires
circularized among T1.S. individuals
and firms directly involved in saeh
transactions.
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Line 22,=~=Private payments for other
aervices

This account measures peyments by
U.S, privote residents to foreign resi-
dents not affiliated with the U.5. poyer
and to foreign governments Jor various
miscellaneous services rendered domes-
tieally or abroad. Such outlays includa
poyments of international reinsurance
operations of U.S, insurance companies;
net payments for dirvect writing of in-
surnnce abroad; payments of T3, com-
mynication componies for foreign cable,
redio, and telephone aperntions; net
nings of Conedian commuters em-
pioyed 1 the United States; paymenis
of consular fees for export privileges:
and varipus ather minor service pay-
ments. Estimates are based on reports
filed with OBE by TU.5. individuals and
fiems, stetistics provided by foreign
government ogenciea, and other infor-
mation obtsined from various domestic
paiications,

Line 23.—1.5. Government paymenta
for miscallaneous services

This account measurss expenditures
of the nonmilitary sgencies of the U.S.
Government for furciﬁn services and
lor foreigr: goods which ave purchasad
abroad and used or stockpiled nbrood.
Also included are net payments by such
nonmilitery ngencies te LS, nationals
amcFln:,Pe:l abrond ond their dependents,
and payments to international organiza-
tions for membership nsscssments. Esti-
mates ara based primerily on reparts
submitted by nonmilitary agencies of
the U.3. Governmont.

Line 24.—Direct investment fees and
royaities

This a¢ecunt mensures payments by
U.8. eomponies to their foreign parent
organizotions of fees and royalties
{ufter withhelding toxes) for the use
of intanpibls property or rights (pat-
ents, techniques, trudemarks, copy-
rights, mnnu[nctun;;f rights, gic.) and
for professionnl, adminisirntive and
monagement services. Fayments -
olude not only nctual transiers but also
othor amounts due in the mpg;i:_g:]g

4od that sre not actually transt .
n the latter instonces, the smounts are
offset by contra-entries in Jine 48. Doto
are bascd on quurt.erlé{ reparts filed b
approximately 350 U.5. companies wit.

E. (See line 45 for definition of direct
investments.)

Line 25.—Direct investrment intarest,
dizvidends, and branch earninga

This nccount mensures payments by
U.8. companies to their foreign perent
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organizations of intereat anel dividonds
{after TTS. withholding taoxes) mud
brangh enrnings {after LS. incame
taxes). Payments imclude unet only
achupl teansiers but also otlier amonnts
tlue in tho roporting Jx:ricrd that are nat
uwctuslly transferrad. In  the Initer
inslancoes, the amounts are offset h};
conbig-entrizs in line 48, Dpin ore
vollagted by OBE from approximataly
350 .3, compauies. The dato are usec
bo derive estimales for tobal payments
on the busiz of the relation of the
reporting snmple to benchmark doto
{based on the 1958 suwevey of fareign
direck investiments in the TUmibec
States), with adjustmenta muode for new
imvestmants nod lquidations, (See line
48 for definition of direet investmants,)

Line 26.—Income payments on other
privace liabilities

Thizs ncepunt messures (1) intevest
paid by 1.8, residents Lo foveign holders
of U.E. dobt obligations and to foreign
owners of 118, bank doposits, and (2)
dividends paid b{I U.é. residents to
forcign halders of U.5. equitics,

Excivdad nre income payments on
loreign divect investments in tha United
States (recorded in line 25). Estimates
ara based on applicable Euradollwr
rates, T3 monay maket rutes, and
[1.8. dividend yields applied to nmounts
outstonding in the appropristo peried,
with lags when relavaunt.

Line 27.—Facome payments on U5,
Governmene labilivfos

This aecount mensures (1) intevest
paid to fareign residents on their hold-
mgs of U5, Government seeuritios,
besed an applicable rates, and (2) intar-
et poid to foreipn official agencies on
advanca payments for military equip-
ment and on other special deposits with
the Trsasury Department.

Military grants

Line 28.—U.S8. military grants of
Zoods and services, net

This account meesures (ransfars by
U.S. militaxy services jo [oreign coun-
tries undér pragrems ensetod by the
Congress to provide foreign mnlitavy
sssistance for which ne vepnyment is
expected or for which repayment. terms
ere jndeterminaie. Excluded are trans-
fere of cush and of nonmilitary items,
aven when under militery aid legisla-
tion; and militery eesistance provided
on estoblished credit repayment terms;
tronsfers of goods and zervices to foreign
forces opersting in conjunciion with
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IS, forces doring perivds of sctive
hostilities; and cerinoin irnnsactions for
which dafa are not nvailzble due to
secutity reasons.

An identical offsetting entry is made
in linn 14, {For details of gross translos,
transnations netied against gross trans-
fers, andl the bosis of OBE estimates,
sea nobe for line 14.)

Unilateral transfexrs {excluding
military zranis), net

Lire 30—U.5. CGovernment grants
(excluding military)

This account messures utilization of
.8, Government finsucing to transfer
regources to Foreipn governmenta ov
ather foreign entities under programs
enacted by the Congress (or the provi-
sion of [oveign aseistance—other than
tha goods and serviees included we mili-
tory gronts in line 38—for which no re-
payment iz expected or for which re-
payment ferma are indeterminnie.

(ross trensfers yopreseni the deller
oquivalent of goods delivered ond
sorvices randered by the U8, Govern-
ment snd disbursements by the T.8.
Government to or for the account of &
forgign government or other forsign
chkity (mch.ldinf_ ofmrmenta intp fe-
counts from which use may be re-
stricted by agreements). Some of theso
tronsnctions are finpnced with dollur
funds established, or forsign curroncies
owned, by tha 1.5, Government, whose
use hos boen anthorized by legislation
and whose volue is based on US.
Government financial racords reflecting
the exponditure of authorized funds.
Qther transfors of goods, under nuthori-
zations to deliver fo i‘nrﬁign nations
agricultural commodities, are valued on
the basis of the expert offering price (or
such commadities at the time of de-
livery. .

Netéed against the gross transfars
are reverse grants. These include eash
setbloments  for proviously provided

ants; forelgn currency funds provided

y foreign nations na_ofisets for 1.5.
local axpenditures under internatignal
agreements to provide T.8. foreign
assistance; supplics, serviees, and forsign
currencics provided the 1.5, Govern-
ment as port of 8 mutual sssistance pro-
gramn {siteh as raverse lend-lsnse); and
returns of equipment previously $ons-
farred,

Dais are compiled frem reports
furnished by the operating agencica for
inclusion in this table, and Irom pube
lished statements snd financinl and
aperating  rocords of C(iovernment
agencies. Prior to the availability of re-
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ports from opevrating ngoneics, cstimates
are made by OBE. '

Line 31.—U.5. Gavernment pensions
and oither transfers

This account measures (1) payments
of annuities and other bancfits, to
Americans residing ahroad or to foreign-
ars entitled to such payments, under
social security and oliied programs; (2
sirnilar payments under retivement pn.
cempensation programs for former Gov-
arnment employees, military parsonnel,
andd veterans, including nesta of pre-
widing madical services abroad under
Vetaran= Administration p ams, (33
payments. abroad under U.S. educs-
tional and cultural exchange pr%mms,
primarily administered by the Pepnrt-
ment of Steta; (£) paymants of grants
supporting individusl and institutionsl
researeh abroad; and (8} poyments and
receipis of olaims sattlad by inter-
governmentol cements,  incleding
zollestions of funds for distribution to
privote claimants o8 o result of noe
tHonalization of property by foreign
governments {when such claims involve
receipts in installments over a period of
yoars, the collections ave not inghuded in -
thiz entry but nre recorded in line 36},

Dta nre reported by U.8. Govarn-
ment operaéing agencies based upon
their finsngial records, generolly of
chacks issued nnd collectinns made.

Line 32.—=Private remitionces. wnd

other tronsfers

This acoount mensures net private
unilatoral trensfers of goods, services,
cosh and other financial claime between
TI.5. residents and residents or govern-
monts of foreign couniries. Heceipts
include tronsfors to LS. priveie resi-
donts thogugh post offios money ovders,
Gorman  Governrnent  indemnifieation
payments; Canadian Government pen-
sion payments, inheritance ond mi-
grants transfers, and various other
inflows. Payments include personal re-
mittances of US. private residonts to
foreign residents through banks, com
mupication componies, and the Post
Office; private parcel post shipments;
cnsh ond gooda donated abroad hy
religicus, chaitable, educntional, scien-
tifie, and similor nonprofit orgenization;
and inheritanee and migrants transicrs,
Estimotes sro_modo on the hasis of
doia received directly from U.S. banks,
nonprofit organizations and other pri-
vate ngencies, from TS, and {foreign
governmeont agencies, and on the basis
of other statistics obtained from various
publications of foreign gevernmenta.
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U.S, Government capital flows,
net

Line 34.—Loans ond other long-termn
asyols

This aceount messures utilization of
U.8. Government finencing to transier
pesources under programs enacted by
the Congrass for the prevision of for-
aign assistanca, or for credita to foreign
governments or foreign entities, under
ngreements which give rise to )aifemﬁc
u%ﬁuﬁﬁ to repay, over o t} od of
yoars, ususlly with interest. U.5. Gov-
oroment loane to US. privote entities
specifieally for projects abroad wo
included as foreign credits, identified
with the eountry in which tha project
is locnted.

Transfers of rescurces include cash

transfers from, or goods mnd services
urchesed with, dollar funds ostab-
[ished, or foreign ourrencies owned, by
the U.S. Government whoso use has
been authorized by legislatton. Such
transfers ars vuluedy on%lse basis of the
ngracd  obligation assumed by the
debtor under the contractusl agree-
ment for repnyments. Alse included
are capital investmants in, or contribu-
tions o, the international finoncial
ibstitutions; capitel flows abrond re-
fieeting the Government’s direct in-
vestment in productive facilities ond
installatione; and equity holdings of
‘‘publiz enterprise” necounts of Govern-
menk agencies.

Dats ave compiled from reports
furpished by the opernting agencies for
inclusion in this table, sad from pub-
lished statements and financiol and
operating records of Government agan-
cies. Prior to the aveilability of their
records, estimntes ero made by OBE,
partmuiarly for preliminary dotn. Ad-
Justments are alzo made to report
tronsections ai time of occurrches,
rather thon at time of record on bhooks
of the operating agoncies.

Line 35— Foreisn cwrencies and
ather short-term: assets

This aceount mensures, in signifieant
part, the finsncing of exporta of U.S.
farm products in exechange for forei
cvrrencies under the Agricul tura) Trﬁe
Development and Assistance Act (Pub-
lic Law 23—480) lose the Government's
dishursements of the currenciss ns
granis, credits, or for purchuses.

Also included ore changee in US.

vernment deposite phrond (rom ne-
guiatbion of foreign currency collected
18 Jntarcat, principal, or rovese gronts;
dccounis  receivnble of Government
ngencies that report their curvent, truns-
Lotions on on accruol bosis; foreign
currencies held by U8, disbursing offi-
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ceryg; snd ndvinces of the Exchonge
Stabilization Fund that sre not port of
TOBSTVE Assata,

Excluded nre chanpes in  official
reserve assets held by US. moneiscy
nuthorities ond discernible gains or
lysses on foreign currency balancas,

Date sources are the same as for line
24,

Line 36,—Schedvuled repayments on
credita

This sccourt measures collections of
principat on the loans and other credits

rorded in line 34. Also included are
prineipal ecolleciions in liquidation of
cutstending indabtednass formalized by
intergovernmental agresment in settle-
ment of assistance originally furnished
under indeterminate tarms end reporied
in line 30 and in settlement of claims of
the U8, Government or its nationals,
when fumds are collectad by the Govern-
ment for distribution to the claimonts:
enllections on World Wor I dabia: and
recoveries of the Government’s dirsct
mvestment in productive facilities and
inataliations abroad or on the aguity
holding of “‘public enterprise” accounta
of Clovernment agencies,

Excluded from thiz aceount wsre
principal charged off 53 uncollectible;
gains or losses on indabtedness de-
nominated in foreign nurrnncF; zales of
Export-Impori Benk Portfolin Partic-
ipation Clertificates; and extraordinary
amportizations that are insluded in
line 7. )

Date gourees ars the same as for lina
34,

Line 37 —Nonscheduled repoyments
ont credils
Thia necount measures axtraordinary
smortizations, which include principal
collectiong identifisd 98 ccournng mora
thon 3 months ahend of nmortization
schedule data stipulated in the I‘Ep:ﬁ'—
ment agresment and salee of the
romiseary nota (pr other avidences of
mdebtednese} to n third-party foraiﬁn
Eartlcipnnt, gither in the country of the
orcower or in & third country. Selas are
recorded at the book value of the in-
debtednzss  liquidoted. In  many
instances, Export-Import Bank has the
confingent liability to ra]immhasa such
obligntions previously sold. Beginning
with 1867, eallections from pramissory
notes sold to third countries are vé-
cordsd in the geographisnl orea of the
third country in table 9; for earlier
perieds, such collections are recorded in
the geographicel ares of tha debtor.
Excluded fram this sccount ore
wccelernbed  collections  of  foreign
currency on eredits repayable in foreign
currency snd sales of Export-Import
Bonk Portfolio Participation Certi-
ficates.
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Dain =purees ore the same s for line

U.5. private capital flows, net

Line 32.—Hrecot investments abrogd

Thiz secount measures capital trans-
nctions by (15, residents with foraign
gnterprises in which the U.S, residents
by themsclves or in offiialion with
sther U 8. residants own 10 percent or
more of the vwoting securities or of other
ownership intersste, The account nlao
ineludes transactions of single or affili-
ated TS, residents with foreign resi-
dents a3 the result of the sequisition of
at least 10 persent or ony additionsl
ownership interest in foreign anterprises
or the sale, totul or portiel, of o direct
investment enterprise to a foreigner.

Included in capital transactions are
net inereases in capitel stocks (voling
and mroavoting) and eapifal canteibu-
tions, in intercompany accounts, nncd in
ownars' home office account of foreign
branches; excluded is the U.S. parents’
share of the reinvested earnd of
forcign incorporsted affiliates. Funds
used for T1.8. direct investments abrond
include, in nddition to thosa originating
in the United Btates from LS. parents
and their domesiie subsidiaries, (1}
funds utilized for direct Imvestments
thet are barrowed obroad by
parents ond their domestic subsidiaries,
(2) funda utilized for direct investment
thet nre obtained from sacurity issues
sold shrond by Natherlonds Antilles
finance subsidiaries that ore initiall
transferred o T1.S. porents, and also (3
funds obiained through long-term debt
issues placed by foreign offiliates with
public  and nonbnnkm% institutional
investors in the United Stotes. )

Date sra besed on reports {coverin
approximntaly 13,000 foroign affilintes
filed qun.rl;art]iy with OBE by over 1,100
5. respondents whose aggregate for-
eign direct investment (nel worth and
intercompany sceount) 18 $2,000000
or more. To these date are ndded
verified tronzactions of nonreporters.

Fine 40.—Foreign securities

Thiz account measures net irens-
actions (sales less purchnses} between
.S, private residents and foreign resi-
dents in foreign equities and delt secu-
ritics with no contrestual matarity or
with meturities of more thon one year
net 1.5, purchases are debit entries).
ata for foreign =ecuritiss are based
on reportz collacted by the Federal Re-
sarva System [or the nry Deport-
ment, with adjustments made for trans-
nctione that are included in_other
balance of poyments aceounts. On the
basis of public merket information and
ather dats, OBE prepares estimates for



56

two components of the total, sales of
new foreign issues in the U.S. market to
U.5. residents and redemptions of U.S.
holdings of foreign securities,

Ling 41 .=~Lang-term claims raported
by U.8. banks o

This mccount messuras changes in
lonns and other long-term ¢laims on
foreignors (with B contractusl maturity
of more than ona yeur} which are re-
ported by U8, banks, including both
the claims of the bonks themselves and
the claims held in custody for their
domestic customers. -Unutilized lines
of credit ond permanent eapitel in-
vosted obroad ore axcluded. The data
pre collected monthly by the Federal
Resarve System for the Trensury
Department.

Line 42.—Short-term, nonliquid
cleims reportad by U.5. bhanks

This aceount measures changes in
nonliguid claims on foreigners (with a
contrzctual maturity of one year or
less) which are reported by U.S. banks,
inciuding both the clpims of the banks
themselves and the claims held n
costody for their domestie customers.
The data are collected monthly by the
Federn]l Heserve tom: for the Treas-
ury Department. The following cote-

ories on the monthly reporting form
or short-tarm claims are considered to
be nonliquid: leans, collections out-
standing (items in process of collection
from foreigners), end nceeptnnee cred-
its {neeaptances made for account of
foreigners), all peyable in dollars; plus
short-term ¢laims other than deposits,
loreign government obligations, and
commorcial and finence paper, payablo
in forsign currencies.

Line 45 =—3hort=term, liquid claims
reported by U8, banks

_This account measures chonges in
liquid eclaims an forcigners (with a
contractunl maturity of ane year or
less}, which are reported by U.S. banks,
imeluding Leth the elaims of the bonks
themselves and the elnima held in
gustody Jor thekt domestic cusiomers.
The date are ¢ollected monthly by the
Foderal Heservo Syetem for the Treas-
ary Department. The following cate-
aries on the monthly reporting form
or shorl-term clainys ave considerad to
be liguid: deposits, foreign government
obligniions, and commercial and finaneo
pnper, all payable in foreign corpencics;
plus shori-term claims other than loans,
collections cutatanding, and acceptonce
eredits, payable in dollars.

Line 44.—Long=term claims reported
by U.5. ronbanking concerns

This account measurcs chonges in
loans and other long-term claims of
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1.8, nonbanking concerns on foreigners
other then their foreign effilintes, which
hove a contrictor]l matority of more
than one year. Buch claims originate
from long-term supplier's credits and
other loans oxtendad to foreigners.
Data are obtained from quarterly re-
gm‘ts eollactad by the Federal Roserve
ystem for the asury Department
on amounts ouistending ab end of the
quargse.

Line 45, —Shert«term, nonliguid
claime reported by I.5. nonbanking
Concerns

This sceount mensures changes in
claims of 10.5. nonbanking concerns on
foreigners {other then claims on their
foreign affilintes) thet heve o contrac-
tual maturity of ona year or less from
the dnte on which the obligation was
incurred but are not repaysbis on
demand nor rendily marketable or
transferable. Such dlaime includoe credits
extended to forzigners by TS, brokers
to finance securily transactions, and by
U.S. corporations or ogher nonbanking
concerns to finance axports and othsr
transactions. Data ere obtoined from

uarterly reports  oollented b}rrr the

ederal Haserve System for the Trens-
ury Ilepirément, on amounts out-
standing at the end of the quarier.

Line 46.—Shore-term, liguid claims
reported by L5 nonbanking
concerns

This ncoount mensures chanpes in
ghort-term  liquid claims mainly of
major U.8. corporations_on forsigners
other thnn their foreign affiliates. Short-
term liquid claims, denominated in
dollars and in foreign currencios, con-
sistk of (1) demunnd end @me depusits
hald nbroad, snd (2} negotinble and
other roadily transforabla forcign obli-
grtions ]:m,%‘n.hle on demand or having o
contractunl metruity of not more than
onc yoor from tho dnte on which the
obligniion was incurred by the foreigner,
inclwling abligations of joreign govern-
ments. ng which are repayable an
demand wre slse included. Data are
obtained fram rugorta oollacted by tho
Fadoral Resorve Sysiem for the Trons-
ury Department, on amounts onut-
standing at the end of the period.

Foreign capital fiows, net

Line 48 —DMirect tnvestments in the
United States

This ngeount maesures sapitel rans-
actions of U.E, enterprises with foraipw
owners who eontrel 26 percent or more
of the voting securities or other ovwner-
ship interests, The account nlso includes
transnctions of eingla or affiliated for-
elgn residents with U8, residents
resulting from the oequisition of ot
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least 25 percent ownership interest in
U.5. anterprises or from total or pardial
sples. Included are net increases in
capital stock (voling and nonveting)
and capitol contributions, in intareom-
pany acconnts, and in owners' home
officc accountz of T.5. branches; ox-
cluded is the foreipn prrents' shore of
the reinvested earnings of their 0.8,
corporpte affilintes.

sta are basad on reports {nuvaring
approximately 350 11.5. affiliates) file
by U.S. companies in which the agpre-
pate investment {(net worth and intar-
compony account) by the foreign owner
is $2,000,000 or mors. Tz these data are
nidad wverified tronsnctionz of non-
raporters.

Line 49.=~=U.5, securities ather than
Treasury fraues

This acoouni measures net irabsac-
Hons {(putchases less sales) batwean
US. oand foreign residente in TILS.
exjuities and debt securities with ng can-
tractual maturity or with maturities of
meore than one year. Estimates for
transackions &are Lued oh data col-
locted by the Treasury Department,
with odjustments made for transec-
tions included in other balance of pRy-
ments aceounts. Major components ave
(1) U.8. corporate placements of debt
securities in foreign markets, including

roceods transferred to LU1.S. parents
rom  simjla l}]mmanta by their
Netherland Antilles finanse subsidiaries
festimntad on the basis of OBE reports
andl other information) ; and (2) foreign
net trading in U.3. equities ond other
long-term debt sccurities issued by
corporations and local governments,
nncF in nopguaranteed 1.3, Governmont
agency securitics.

Line 50.—U.S. long-term nonliquid
lfigbilities to privete foreigners, res-
ported by .8, nonbanking concerns
This occount messurss changes in
lizhilities of U.{S. aoﬂbnnklm ?lntllwarﬁ
to forei axeloding lisbilities
aﬂiiinm‘:{ foreignera recorded as direct
investments) thot have n scontraciupl
maturity of more than one year siter
the data on which the obligation was
incurred. Tncluded are direct borrowing
from foreipn banks by U.S. companies
and other Joans and advances, whecher
payoble in dollars or in foreign curren-
cies. Estimates, hased on reports col-
lectad by the Federnl Reserve System
for the Tressury Deportment, repre-
gant the ch in amounta sufstanding
between the beginning and of the
period. Adjuatmenis to Treasury De-
partment data are made when necessary
to account for proceeds of foreign long-
term bank loans nhtninad‘bﬁ 8. par-
ent compnnies through their Netherland
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Antilles finance swbsidisries as yeported
te OBE.

Line §1.—=U.5. short-term nonliguid
Labilities to privote foreigners, re-
ported by U.S. nonbanking concerns

This account measures changes in
liabilities of US. mnbanhnghmnmma
to foraigners—othar than liabilities to
affili foreignems recorded as direct
inmmmnta%t become payable one
year or less from the dats the obligation
was incurred. Such liabilities, payable
in dollars or in foreign currencies, are
(1) direct borrowing from foreign banks
bﬂlEU.E. companies; {2) accounts, notes,
bills, and drafts payabla to foreigners;
and {3) wdvancs payments received
from {oreigner2 for future delivery of
goods or services ewen if swch {rpne-
actions are not complated uniil after one

ar. Kstimates, based on reports col-
ected hy the Federal Reserve System
for the Trewsury Department, repre-
sent the change in amounts cutstanding
betwsen the beginning and end of the
period. Adjustments are made whan
Dacessary (0 account for proceads of
foreten ahori-term benk loans obteined

57 8, parent conpanies througi thair
etherland Antilles finance subsidiari
as reported to OBE.

Lil'l-E -:3.—!{;_51. img-hlrm Iiaﬁﬂitig!
to oate fore re, Fr ried
U.,Sf"buuk; ane e ¥

This sacesunt messures chengss in
abligations to privete foreigners re-
ported by T15. for their own
socount and for others” accounts under
their custody, with a contractusal ma-
turity of more than one yesr. Private
forsigners include official internetionol
and_regional oﬁmimt.iuns pther than
the Internationsl Monstary Fund {aven
if located in the TInited States), foreien

of US. banks, other foreign
commaercial benks, ond othsr private
regidents, The deta wre collected
monthly the Federel Resarva
Syetem fex the Treasucy Department.

}:Ene H.—h?g-term lickilities o
nmi%n offici s, el
fora ’E:m agend reported by

. Thia account measures changes in ob-
hgu..t.lopa to foreign official apencies of
reporting U.S. Eanka, for their own
account and for others’ mccounta under
their custody, with a contractual ma-
burity of more then one . PForaipn
officiel aganeies includa, in eddition to
regarye agencies (traasuries or finance
minjstries of central governments and
recognized ceniral banks), diplomatic
and consular establishmenis, and other
ogencies of national governments, Sep-
arate data for reserve agencies are not
available. The data era eollectad monthly
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‘the Federa! Reserve System for tha
’tl:'{-mury Deprriment.

Line 54.—Nonllguid lighilities, re-
ried by ILE. Government, to
f:reign nﬂEdu! reserve agencles

This mecount messurse nat  brars-
actions represanting collsctions for, and
repayments agamnst, daposit and se-
curity obligations of T1.5. Government
agencies to foreign official reserve agen-
cies, when such deposits or oblipations,
lhe.nnn' g original mﬁtm-itcjas of more than

ar, are payable prior to moturity
onf; under special conditions. Some of
the deposite repressnt funds placed
in resiricted accounts with the TI.S.
Government to be used only to liqui-
date U.5. claims as these claims reach
muoturity. Also included are changes in
the outstanding amount of nonmarket-
able Traasury securitiss which are is-
sued subject to redemption prior to
mpdurity for the purpose of paying or
%‘ep&pug for militery purchases in the
nited States, and the obligations to
the Government of Cannds under the
Columbis Eiver hasin agreements of
1964

Tha bulk of the obligations entering
into this antry represents nonmarkat-
ahle securities issued by the Govern-
ment through arrengements to improve
the TI.S. Siquid liability pesition with
other countries gr to obiain convertible
eurrencies for inclasion in the U8
official reserva assets.

Transactions may be in U.5. dollars
or in foreign currencies. Repoyments
of obligations are recorded at boolk
value, with the exception that an esti-
msted book velue is calculated by OBE
to refleet any formal sxchanps rate
revalustion which meay have affected
the TS, dollor enuivelent value of an
obligation denomimnated andfor repay-
able in foreign currencies. Dnie nre
compiled from reports furnished by
operating agencies and From published
statemeniz and financial and operating
records of Government agencies.

Line 55.~Nonliguid Nebilitles, re-
poried by TS, ment, to other
afficial and priente foraigners

This nccount measures net tronsac-
tions representing collectiona for, amd
“repayments” egninzt, deposit and se-
carity obligations of U.S. Government
ngencies to other than foreign official re-
serve agencies. ''Repaymenis” include
deliverias of goods or rendering of serv-
ices by T.5. Bgnvemmant. agencies; the
bulk of the depesits is in prepayment
for such purcheses {meinly of military
squipment) by foreign governments.

Liahilities include deposits associated
with military sales controcts; deposit
ane trust funds with the T.S. Govern-
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ment under prapayment sales opera-
tions of nonmihtery sgencies; funds
provided as grants or loans under aesist-
snce programs, but held in & restrioted
asccount with the TS, Government
under arrangements to insure their ex-
ganditura for purchases from the United

tates; asccounts payable of Gowern-
ment agancies that report their current
iransoctions on an_accrual busis; non-
interast-bearing Treasury securities
which were issued ns part of U.8. Gov-
ernment contributions to internaticnal
institutions, but are subject to redemg—
tion prior to moturity to obtain 1.3
dollars for the immediate operating
needs of the ivatitutions; end nonmar-
ketable securities issuad by the Govs
crnment Lo other than foreign officiel
resarve sgencies throngh arrangements
to improve the TL.8. liquid liabilicy
osition with other couniries.

Tronzactions may be in 1.3, dollars
ar in foreign currencies. Repayments of
obligations are recorded ab book value,
with the exception that nn estimated
book valye ig caleulated by OBE to re-
flect nny formal exchange rate revalua-
tion which may hove affacted the U.5.
dollar equivalent value of an obligation
denominsted and/or repayable in for-
mgg CATTUNICiS,

ata are compiled from reports fur-

nished by operating agencigs, and from
published statements und financial and
operating records of Government
ngenciss. The entries for the several
categories of bransactions relatad to
military soles contracts nre partiolly
E&t&mut-ad by OBE from incomplete

ain.

Line 56.—TL5. lgquid Hebilities to
private foreigners

This sccount mensures changes in
short-tarm liabilities (with on originel
maturity of one year or less) to private
foreigners reported by UL8. banks, for
their own account and for others’
pceounts under  their custrud'f. and
changes in private foreign holdings of
U.S. Treasury madestable bonds and
notes. Liquid liabilities reported by 1.5,
bonks inEIude mainly demand snd time
deposits, U5, Trensury billz and certif-
icatas, nepotinble time certificates of
daposit, and nongueranteed 0.3, Gov-
otnment cy securities. Private for-
gignere include official internationsd and
regionu| organizations ether than IMF
evan tf located in the TInited Stetes,
foreign branches of U.5. banks, other
foreign commercial banks, ond cther
privats forsign residents. Thess data
nre collegted maonthly by the Foderal
Reserve System for the Tressury De-
partinenl [ram boanks and segyrities
brokers and denlers.

(Conlinusd an pope &4)



